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Niccola shows the beginning of this change, — a change indicative of 
deep moral difference, of difference in thought and in feeling, between 
the Middle Ages and our own. 

In following out these topics, many suggestive and fresh illustrations 
might be derived from Mr. Perkins's present volumes ; but we trust 
that he may yet give us a fuller treatment of them in the later portion 
of his work. 

These volumes, if reprinted in a compact form, would serve as a very 
useful handbook for travellers, and would be brought within the means 
of many students of art who cannot otherwise possess them. We wish 
that an American edition of this kind might be published, and that the 
illustrations, many of which are of great beauty, might be issued sepa- 
rately, to be purchased by those who desire them. 



7. — A Critical Examination of our Financial Policy during the South- 
ern Rebellion. By Simon Newcomb. New York: Appletons. 
1865. 12mo. pp. 222. 

It has been the fortune of this country, during the four years' war 
in which it has been engaged, to make quite as many and as serious 
blunders in the conduct of its finances as in the management of its 
armies in the field. It would be idle to attempt to hide these errors, 
or even to palliate them ; and fortunately it is not necessary to do either. 
The record of these eventful years still contains so much that is honor- 
able to the spirit of our people and flattering to their pride, that it needs 
no great exercise of candor on their part humbly to confess every fault 
which they have committed, either in civil or military strategy. If we 
have made mistakes, we have known how either to repair them or to tri- 
umph in spite of them. If we have had feeble and incompetent generals, 
we have been able to get rid of them, and to put men in their places 
whose just fame will not suffer by comparison with that of most of the 
great captains of Europe during the last two centuries. If we have ex- 
pended twice as much treasure, and contracted at least thrice as much 
debt, as was necessary, still it is consoling to remember that the whole 
of this vast expenditure has been defrayed by our own industry, that 
nearly every dollar of the debt is due to our own people, and that the 
power and the willingness of the North to continue the struggle, if 
need be, for the attainment of its original purpose, are seemingly not 
one whit less than they were when the, war first broke out. We have 
been obliged to improvise both our military leaders and our financial 
statesmen, and the wonder is that we have succeeded so well. 
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We anticipate, then, the unfavorable results of " a critical examina- 
tion of our financial policy during the Southern Rebellion," and are pre- 
pared to consider them without flinching. Mr. Newcomb is a very 
competent critic. A Professor of Mathematics in the Navy, now at- 
tached to the National Observatory at Washington, he shows the 
effects of sound mathematical training by his skill in analyzing the com- 
plex problems of finance, and by a remarkable talent for the systematic 
evolution of his subject, and for distinct and vigorous exposition of its 
details. Though he seems to have a competent knowledge of the litera- 
ture of political economy, he has wisely chosen not to avail himself of 
it by resting his conclusions on the received doctrines of authorities in 
the science, but has preferred to carry back the investigation of each 
point to first principles, or, in other words, to those maxims of common 
sense which everybody admits. Yet the reasoning is so clear and so 
fully stated, that a school-boy can follow it with ease, while the logic is 
so vigorous that it is hardly possible to dispute any of the main results. 
' The adoption of this method, it is true, is not favorable to brevity ; and 
what might otherwise have been compressed into a pamphlet has here 
swelled into a volume of fair dimensions. But popular illusions are so 
rife on subjects of finance, that we are glad to have a popular refuta- 
tion of them, which those who were previously ignorant of the science 
can yet relish and understand. Mr. Newcomb has fairly proved one 
of the main positions of his book, that there is a science of finance, 
which is not to be mastered by any degree of familiarity with the mere 
details of banking or the operations of commerce, but which is still so 
easy of comprehension that all its doctrines may be clearly traced out 
with no other aid than a patient application of common sense and sound 
logic. He has done excellent service by a clear and full exposition of 
this science, as applied to the criticism of the financial measures of 
Congress and the Treasury during the last four years ; and we heartily 
wish the book may attain the circulation and influence which it well 
deserves. The style in which it is written is admirably adapted to its 
purpose ; the illustrations being numerous and apt, while the rhetoric is 
never permitted to obscure the logic. Almost the only instance which 
we have noticed of bad writing in the book is to be found in its first 
two pages, the author having yielded a little too much to a temptation 
which easily besets young architects, — that of erecting a somewhat 
stately portico before an otherwise plain house of moderate dimensions. 

Perhaps the tone of Mr. Newcomb's criticisms might have been ren- 
dered a little less severe, if he had kept more studiously in view the 
maxim, that what is theoretically best as a measure of finance is not 
always politically expedient. The problem to be solved by the Secre- 
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tary of the Treasury and his supporters in Congress was not exclusive- 
ly financial ; they had not to ask themselves merely how this fearful 
and protracted civil war could be carried through with the least possible 
expenditure of treasure, with the smallest interruption of the nation's 
industry, and with the entailment of as light a burden as possible on 
posterity. If to find an answer to that question had been their only 
duty, we know not that any severity of censure of their proceedings 
would be unfair or misplaced. But they had to look further. They 
had to consider a division of opinion, a separation of parties, even at 
the North, and to ask themselves whether the whole cause, the cause 
of Union and of the freedom of every human being born on American 
ground, might not be imperilled by the institution at once of those 
vigorous measures of finance which the magnitude of the occasion so 
loudly demanded. As politicians, and especially as party politicians, it 
is now easy to perceive that they over-estimated this danger, and that 
they did not do justice to the ardor and unanimity of the whole people 
in their attachment to the Union, and in their resolution to do and en- 
dure all rather than submit to its dismemberment. But standing where 
they did, and with the training which they had recently had in party 
conflicts, we cannot blame them for keeping this peril in view, though 
we can now see plainly that they were timid politicians and incompetent 
financiers. 

This political faint-heartedness is all that can be alleged to palliate — 
we do not say to excuse — the first great blunder in the financial man- 
agement of the war. Congress, which assembled in extra session in 
the summer of 1861, a few months after the outbreak of the Rebellion, 
failed to take any adequate measures to support by taxation the nation- 
al credit, though it was now apparent to all that immediately, and for a 
long time to come, this credit was to be strained to the utmost. The 
wants of the Treasury were immense, and were pressing at the very 
moment. An army of half a million men was rapidly assembling, and all 
its wants were to be provided for ; a navy was not merely to be fitted out, 
but to be created ; all the munitions for war on the largest scale were to 
be furnished. The spirit of the nation was high ; in the whole history 
of the world, excepting perhaps the first outbreak of the great French 
Revolution, no parallel can be found to the wave of enthusiasm which 
overspread the North after the attack on Fort Sumter, and which has 
been aptly called " the awakening of a great people." This enthu- 
siasm was shared as fully by the rich as by the poor, as was manifested 
by the munificence of private gifts in aid of enrolling and caring for 
the soldiers. Heavy taxes imposed at once would have been received 
with acclamation, and paid with alacrity, for the country was rich as 
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well as willing. The action of Congress alone in all financial meas- 
ures, though not in military affairs, was feeble and inefficient; and 
great blame must also be laid on the Treasury Department, for it does 
not appear that vigorous action was even counselled by its head, since 
nearly all that he did recommend, we believe, was actually enacted 
inlo law. Except some insignificant modifications of the tariff, a 
direct tax of $ 20,000,000, imposed on the States, and an income tax 
of only three per cent, both to be assessed and paid only after the 
lapse of a year, were the only measures adopted to raise money except 
by loans. 

Prospective taxes ! Taxes to be levied a year ahead, and then but to 
an insignificant amount, as the only means of supporting an army of half 
a million, when the enemy were already thundering at the gates of the 
Capitol, and when it was feared that neither Washington nor Baltimore 
could be defended against them ! Why, after the first battle of Bull 
Run, which took place before the passage of this tax bill, it appeared 
doubtful to many persons whether, a year hence, there would be any 
United States in which these imposts could be collected. Capitalists do 
not relish such postponed and contingent security for their money. Con- 
gress seemed aware of this fact, and was thereby induced, in the bill 
for borrowing money, to commit its second great financial blunder, by 
instituting a system of short loans, which, by maturing before there was 
any reasonable prospect that the war would be over, only enhanced the 
much greater difficulties of the Treasury at a later period. A loan was 
authorized of $200,000,000 in treasury notes at over seven per cent, 
payable in three years. Accordingly, in the summer of 1864, when our 
financial difficulties were at their height, when a gold dollar was worth 
two and a half paper dollars, when a million of men in arms were to 
be provided for, and Mr. Chase was at his wit's ends in the attempt to 
provide funds for the exigencies of the day and the hour, means had to 
be provided by him for the repayment of this great loan, matured, 
though only three years old ; and as if the national credit was not 
even then low enough, the means by which he did provide for its re- 
payment formed a breach of the national faith. He virtually pleaded 
bankruptcy, and, saying that he could do no better, forced the holders 
of the notes to accept forty cents on the dollar ; that is, in return for a 
treasury note on which one hundred gold dollars had been received, 
with a promise of repayment in three years, they were compelled to 
take a bond, running at least five years longer, the market value of 
which was one hundred paper dollars, each worth forty cents in coin. 
Surely, there is a Nemesis in finance, as well as in all other sublunary 
matters. This breach of faith, which we do Mr. Chase the justice to 
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believe that he heartily regretted and believed he could not help, was 
the necessary result of the political timidity and financial short-sighted- 
ness which, in 1861, caused the Treasury to advise, and Congress to 
decree, that there should be only short loans and no immediate taxation. 

As if to push this system of short loans to the extreme, this same 
Loan Bill authorized a further issue of $50,000,000 in notes payable 
on demand, and receivable for all dues to the government. Of course, 
such a loan was only a mode of anticipating the slender proceeds of the 
revenue for the coming year ; it allayed the hunger of the Treasury in 
July and August only to raise that hunger to actual famine in Novem- 
ber and December. After the suspension of specie payments, which 
took place the next winter, these demand notes were quickly absorbed 
in the payment of customs duties, thereby depriving the government 
of the receipt of so much gold coin ; and when only a small remnant, 
$ 3,000,000, of them remained outstanding, Mr. Chase consented, as if 
to prove that the United States Treasury could keep a conscience, that 
they should be paid in specie. 

The effect on the credit of the government of this feeble action of 
Congress was immediately apparent. The loan of two hundred mil- 
lions was negotiated only with great difficulty at over seven per cent, 
though the five per cent bonds of the single State of Massachusetts 
were even then above par, and though the national government had bor- 
rowed money recently with ease at six per cent. In fact, this loan could 
not have been negotiated at all, if it had not been for the patriotism of 
the State banks, which reflected and carried out the enthusiasm of the 
people. One effect of the subsequent depression of the public mind 
caused by this low state of national credit, and enhanced by the unac- 
countable sloth and inactivity of McClellan at the head of his noble 
army, even after the insults received at Ball's Bluff and by the blockade 
of the Potomac, was the aggravation of commercial difficulties, which 
compelled the banks to suspend specie payments late in December, 
1861. Congress accepted this act as a national necessity, and by a law 
passed the next February authorized the Treasury also to stop pay- 
ment in coin, and to issue one hundred and fifty millions of dollars in 
paper currency. 

Here we are compelled to differ in opinion from Mr. Newcomb, who 
censures this law both as a blunder and a crime, and attributes to it all 
our subsequent financial difficulties. We maintain that, under the cir- 
cumstances, it was unavoidable ; and if proper measures had been after- 
wards adopted, especially if the due limit had been observed in the 
issue of government notes to take the place of the specie which had 
disappeared from 'circulation, there would have been no further shock 
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to public credit, no injurious depreciation of the currency, no breach of 
faith, and that the act would even have tended to increase the national 
strength. The suspension, if wisely managed, might have continued as 
long as that of the Bank of England at the close of the last century, 
which lasted over twenty years, and during the first seven or eight of 
those years did not cause the currency to depreciate more than six or 
seven per cent. Certainly the immediate effect of the act of February 
25, 1862, was to release about two hundred and fifty millions in specie 
from its employment as money, for which purpose it had become useless, 
to convert it into a commodity exchangeable for goods from abroad, and 
to give the government the benefit of a free loan, without interest, of this 
large sum, by merely issuing its own notes in place of the coin so with- 
drawn. These notes, if not issued in excess, would not have depreciated 
except to a trifling extent of four or five per cent, or not enough to cause 
any perceptible loss or embarrassment in trade ; actually they did not so 
depreciate for about five months, as gold did not rise to as high a pre- 
mium as five per cent till the next June, though the banks had sus- 
pended in December. Still further, the State banks, by originating 
the suspension two months before Congress followed their example, had 
forfeited every shadow of a claim to be permitted still to use their own 
notes as currency ; they had thereby converted their circulation into 
true " bills of credit," or paper money, which the Constitution expressly 
prohibits any " State " or State institution from emitting ; while this 
express prohibition, through what the lawyers call a negative pregnant, 
impliedly authorizes Congress to emit such money, even if it does not 
expressly authorize it to do so by granting to this body a power to 
"regulate the value " of money. It would have been strictly just, there- 
fore, as it surely was highly expedient, to put a prohibitory tax upon the 
circulation of the suspended banks, thereby driving it out of use alto- 
gether, and so creating another vacuum in the currency, to the extent 
of at least a hundred and fifty millions, which Congress might fill by an 
additional issue to that amount of national paper currency not liable to 
depreciation. The whole profit derivable from the issue of currency be- 
longs of right to the people in their collective capacity; and in the great 
struggle for national existence which was then pending, it was strictly 
equitable for the nation to exercise this right; so far as it could do so 
without injuring the right of individuals by compelling them to use 
paper money which would depreciate or oscillate in value. Nothing 
can be more certain than that, by driving coin and bank-notes out of 
circulation, Congress might have gained for the country, in its sore 
need, the free use of at least four hundred millions of dollars, for an 
indefinite period, without interest, without injury to the national credit, 
and without discounting the resources of the future. 
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To the precise extent, therefore, which we have now indicated, and 
no further, we stoutly justify, against Mr. Newcomb, the act of Febru- 
ary 25,' 1862, and what was done in pursuance thereof. But what did 
Congress and the Treasury actually do ? In the first place, they let 
alone the dishonored State bank- circulation, making no attempt to dis- 
place it, or even to force it (except some time afterwards, and to a very 
moderate extent) to contribute to the nation's necessities. Secondly 
in defiance of one of the plainest principles of financial science, — a 
truth verified a hundred times by experience, and recognized by every 
banker, political economist, or statesman who has written or thought 
upon the subject for at least a century, — they proceeded to issue their 
own currency in lavish excess, in seeming ignorance of the fact that it 
would depreciate, or of the lamentable consequences that would follow 
such depreciation. They seem to have reasoned by induction, thus: 
We have issued two hundred and fifty millions of this money, and no 
harm has ensued ; therefore we can safely continue the issue to the ex- 
tent of a thousand millions. 

Nr/7rioi, ovde uratrtv otrta irkeov rjpiov iravros. 

For a clear and forcible statement of the truth which they ignorantly 
or wilfully disregarded, we will not quote any of the acknowledged 
lights of modern financial science, from Adam Smith down to Ricardo 
and J. S. Mill, though they all agree upon the point, merely because 
we have an American authority at hand which answers the purpose 
better. Nearly eighty-five years ago, John Adams, looking at the sad 
results of the old Continental currency, which were soon to produce a 
dangerous rebellion even here in Massachusetts, wrote thus to the Count 
de Vergennes : — 

" The amount of ordinary commerce, external and internal, of a society, 
may be computed at a fixed sum. A certain sum of money is necessary to 
circulate among the society in order to carry on their business. This precise 
sum is discoverable by calculation and reducible to certainty. You may emit 
paper or any other currency for this purpose until you reach this rule, and 
it will not depreciate. After you exceed this rule, it will depreciate ; and no 
power or act of legislation hitherto invented can prevent it. In the case of 
paper, if you go on emitting forever, the whole mass will be worth no more 
than that was which was emitted within the rule." — J. Adams's Works, 
Vol. VII. p. 195. 

The precise deficit in this fixed sum caused by driving the specie out 
of circulation was perfectly well known not to exceed, at the utmost, two 
hundred and fifty millions of dollars. Yet the Treasury, acting under 
the discretionary powers which it had received from Congress, issued 
between March, 1862, and September 30, 1864, the enormous sum, in 
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round numbers, of seven hundred and thirty-two millions of legal tender 
paper currency. This sum consisted (round numbers again) of four 
hundred and thirty-three millions of " greenbacks " or government cur- 
rency proper, two hundred and twenty-nine millions of legal-tender 
Treasury notes on interest, twenty-five millions of fractional currency, 
and forty-five millions of National Bank circulation. Of course, depre- 
ciation followed ; and it is curious to observe how precisely the ratio of 
this depreciation conformed to the law as stated by Mr. Adams. The 
specie displaced was to the whole sum of paper issued, as we have 
seen, very nearly as one to three ; and the price of a gold dollar, in 
July and August, 1864, rose to $2.80 in paper. The currency was put 
forth at intervals, and in successively increasing amounts, during two 
years and a half; and the price of gold taken at different times during 
this period indicated very accurately how much of this currency had 
then come into use. Thus the premium on gold, which had been tri- 
fling up to June, 1862, rose from 20 to 30 per cent before the next 
October. From this time forward it fluctuated greatly, but with a gen- 
eral progress upward, till it reached 80 in May, 1864; and then, 
large amounts being issued suddenly to provide the immense sup- 
plies needed for the great campaign about to open, it mounted swiftly 
and with wild oscillations to 185 in July and August. In other 
words, in those months $ 2.85 in paper were needed to buy either one 
dollar in gold, or any commodities which that single gold dollar could 
purchase. 

Of course, this voluntary depreciation of the currency was a breach 
of public faith, and an avowal both of private and public bankruptcy. 
The act which sanctioned it authorized every debtor in the community, 
and the government, which was the greatest debtor of all, to diminish 
every obligation to pay money as much as the depreciation of the cur- 
rency had increased during the interval between giving that obligation 
and its coming to maturity. Any person who, in return for goods pur- 
chased, gave a note at six months from February, 1864, for $1,000, 
each dollar being then worth 63 cents in coin, would pay it the next 
August with 1,000 dollars worth only 39 cents each ; that is, for $630 
received he repaid only $390, or less than 62 per cent. But creditors 
are not always the losers ; as the depreciation of the currency, when 
excessive, is subject to violent and sudden oscillations, it may happen 
that one who has contracted a debt when dollars are worth only 40 
cents each, is obliged to pay it when they have risen in value to 60 
cents. In such case, all trade, beyond immediate cash transactions or 
mere barter, becomes a lottery, commerce is crippled and demoralized, 
and all faith in contracts is shaken. 
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We borrow from Mr. Newcomb's work two illustrations of the injus- 
tice done by the progress of the depreciation. 

" Three years ago two hundred mechanics each put $ 100 in gold into a 
savings bank. The savings bank afterward loaned this $ 20,000 to a ship- 
builder, who employed it in building a ship. He sends the ship to England 
and sells her for $ 22,000 in gold, making ten per cent legitimate profit. 
By every principle of justice, $ 20,000 of the money belongs to the savings 
bank. But now the legal-tender clause comes in and declares the builder 
relieved from the debt on payment of 20,000 paper dollars. He therefore 
buys these paper dollars with perhaps $ 8,000 in gold, pays them to the bank, 
and keeps the additional 812,000 for his own private use. He can cover 
Mrs. Shipper with diamonds, indulge in riotous living during the rest of the 
war, and furnish to the country a striking example of commercial pros- 
perity. 

" A professional man, dependent entirely on his income for support, in- 
sured his life in order that his family might not be left penniless at his death. 
The life-insurance company loans the money to Mr. Shoddy, who invests it 
in manufacturing capital. With the rise in gold Mr. Shoddy finds both his 
capital and profits apparently to increase in a corresponding ratio. When 
his debt is due, he finds that he can sell one half his stock for greenbacks 
sufficient to pay it, he retaining the other half, though it also rightfully be- 
longs to the insurance company." 

And if the insured person dies while the depreciation continues, his 
family receives only forty or fifty cents on the dollar from the sum 
which is rightfully their due. 

But the government is far the greatest loser in the affair ; and right- 
fully so, for it has not only broken its own faith, but obliged other peo- 
ple to break theirs. To adopt Talleyrand's witty remark, which com- 
presses into a nutshell the wisdom that is of this world, the act of the 
Treasury which produced this depreciation was worse than a crime ; it 
was a blunder. As its necessities were great, and its breach of faith 
had been flagrant, it had voluntarily ruined its own credit, and could 
expect to be able to borrow only by offering the most usurious rates of 
interest. Accordingly, in the very acts which authorized the excessive 
issues of currency, Congress was obliged to stipulate that the interest — 
and by necessary implication the principal also — should be paid in coin. 
Accordingly, during the last twelve months, the depreciation being on 
an average two for one, the government has been borrowing enormous 
sums on the hard terms of covenanting to return two dollars for every 
one received, and of paying meanwhile ten or twelve per cent interest. 
Of course the public debt has accumulated during this period with 
frightful rapidity. To offer a still greater inducement for capitalists to 
take up the loans, it is further covenanted that the national stocks shall 
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forever be free from either municipal, State, or national taxation ; 
thus adding at least two per cent to the already excessive rate of in- 
terest, and making a serious inroad upon the future capacities of the 
country to sustain the annual charge of the debt and reimburse the 
principal. 

But we have no heart to follow out any further the lamentable con- 
sequences of this long succession of financial blunders. Mr. Newcomb's 
work is a clear and able exposition of them, though, if considered as a 
review of our whole financial policy during the last four years, it has 
some defects. It lacks, in the first place, a connected historical sketch 
of the financial legislation of Congress and the acts of the Treasury 
Department, each measure being viewed with reference to the state of 
public affairs and of military events at the time when it was taken. It 
is presupposing too much and too accurate knowledge on the part of 
every reader to take for granted that he remembers with sufficient par- 
ticularity all that has occurred during the last four eventful years which 
has any bearing on financial operations. Another and more serious defect 
is the want of any notice whatever of the large system of internal tax- 
ation, which, at too late a day, and with too many marks of crudeness, 
imperfection, and extravagance, Congress has at length established. 
We could wish, moreover, that our author had indicated with more dis- 
tinctness his opinion of what remains to be done in the finances of the 
war, or of the course which ought to be pursued now in order to remedy 
as far as possible the errors of the past, and to provide for future exi- 
gencies. It is not enough to point out, however clearly, past blunders, 
without showing how new ones may be avoided. 

It is due to the author to observe, that, though his criticisms are ex- 
pressed with sufficient severity, his whole book is animated with a spirit 
of earnest attachment to the cause of the Union and the North, and of 
uncompromising hostility to a wicked and unprovoked Rebellion. But 
he evidently thinks, and we agree with him, that "faithful are the 
wounds of a friend " ; and that it is a poor way of manifesting the 
warmth of our love of country to keep an awkward and constrained 
silence respecting the errors and shortcomings, perhaps the crimes, of 
those who, in any department, are trusted with the administration of its 
concerns. Political timidity is the easily besetting sin of our country- 
men. At the present hour, certainly, when light is breaking forth from 
every quarter of the horizon, the cause has more to fear from the cow- 
ardice of its friends than from the strength or bravery of its enemies. 



